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The Annual Report of the Executive Directors of the 
international Monetary Fund, which is now before you. 
gives the views of the Executive Board on the inter- 
national payments problems which confront nearly all 
countries, 

If there was any widespread feeling of optimism that 
postwar economic problems could be solved without 
great and new sacrifices, the experience of the past few 
years should be enough to dissipate it. Our danger 
today is rather that countries will fall into a fateful 
pessimism. There is no reason for assuming that, be- 
cause these problems are difficult, they cannot be solved. 
In fact, as the report points out, very considerable prog- 
ress has been made in building up production. The in- 
vestment that is now going on in all parts of the world 
offers promise that the expansion of production will con- 
tinue. We have good reason to expect that the time will 
come when countries will be able to provide for their 
needs with their own output. We have good reason to 
hope that the time will come when international pay- 
ments can be balanced in a satisfactory manner by ex- 
ports and international investment, without further re- 
ducing already depleted monetary reserves or depending 
on continued grants. All this will take time, but it can 
be done. 

The basic job of placing each country in a position to 
restore its international payments is one for which the 
government of each country has the primary responsi- 
bility. That government alone can take the measures to 
expand its output and to place production on an effi- 
cient basis. That government alone can put its domestic 
finances in order, and thus prevent a chronic dependence 
on excessive imports or a chronic difficulty in supplying 
adequate exports. This is the job that each government 
can and must do for itself. No one else can do it. I know 
from discussions with our members that they realize this. 

There is another side to the problem. International 
payments are an international responsibility. If the whole 
world economy is disordered, it will be impossible for 
some countries to restore their payments in a way that 
will assure them a tolerable level of imports. This inter- 
national responsibility, in which all countries share, has 
been generally recognized. It has been recognized in a 
concrete way by the aid that the Western Hemisphere 
countries have given to other regions of the world. It has 
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been recognized by the aid that the European countries 
have given to each other and to some countries overseas. 
In truth, there are few countries which have not, di- 
rectly or indirectly, put at the disposal of those with 
whom they trade, at one time or another, the facilities 
within their capacity, however modest. This has made it 
possible to continue essential trade while steps are being 
taken to restore a balanced world economy. 

Inevitably, because the need for aid has required the 
provision of very large resources, this is the phase of 
international cooperation which has hitherto been, and 
for some years will continue to be, the most important. 
But we must not forget that there is another form of 
international responsibility which has been recognized 
through the institutions that have been set up to deal 
with the problems of a world economy. The International 
Monetary Fund is one of these institutions. It is par- 
ticularly concerned with the problem of international 
payments, monetary reserves, and exchange policy. It 
has been established as a permanent institution, because 
these are continuing international problems that will 
require continued cooperation. 

In carrying out its international responsibility, the 
Fund can succeed only to the extent that its members 
genuinely believe in international cooperation and agree, 
without reservation, to submit their exchange problems 
to international jurisdiction. Each country has to realize 
how intimately its well-being is related to the successful 
operation of the Fund. The more this concept becomes 
part of the basic policy of every member government, 
the more effective an institution the Fund will be. 

This is the fact which you, Gentlemen—the financial 
leaders of your countries—must stress to your govern- 
ments and to your peoples. They must be aware at all 
times of the absolute necessity for a coordinated inter- 
national effort to surmount our economic difficulties. 
Separately, indifferent to the effect of their foreign ex- 
change policies on each other, their prospects would ap- 
pear to be very poor indeed. Only together may they 
hope to make rapid progress in measuring the forces 
arrayed against them and overcoming them. 

The experience of the past few years has shown that 
the Fund is not subject to the will of any one country. 
It is a genuinely international institution. It has no other 
purpose than to work with and through its members in 
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establishing a world economy in which all countries can 
have a chance to place their international payments in 
order. The achievement of this purpose depends largely 
upon the willingness of our members to work whole- 
heartedly with each other, through the Fund. I empha- 
size this necessity because I believe the time has come 
when international cooperation should be a more active 
concept; because I believe that the Fund can better help 
its members if the work of the Fund brings them into 
more continuous and even closer relationship with each 
other, and with the Fund, in dealing with their exchange 
and payments problems. 

The various measures that have been taken in the past 
year to meet the critical payments situation, particularly 
the inauguration of the European Recovery Program, 
will give our members an opportunity to work out their 
problems without the serious handicap that would be 


imposed upon them by a sharp reduction of essential . 


imports of food, raw materials and equipment. These 
measures do not obviate the need for the nations to 
work together. They intensify it. The problems our 
members will face on international payments, on mone- 
tary reserves, and on exchange policies will become 
increasingly important. The best way to meet these prob- 
lems is through self help and mutual aid, by intensifica- 
tion of the collaboration of all countries through the 
Fund and through the other international institutions. 

I should like to take this opportunity to comment on 
two misconceptions which have to some extent found 
their way into public opinion. A number of criticisms 
have been directed against the Fund. The happy side of 
this situation is that, in general, they contradict each 
other. 


It has been said in some quarters that the policy of 
the Fund is unrealistic, that it tries to impose rigid par 
values, not in keeping with the actual position of the 
countries concerned. In other quarters, on the contrary. 
the view is expressed that the Fund has been remiss in 
its duty because it has sponsored exchange practices 
contrary to its avowed aim of exchange stability. To 
the first criticism, there is ample reply in the Fund’s 
Annual Report. I would refer particularly to the begin- 
ning of the second part devoted to an examination of 
the concept of exchange stability versus exchange rigid- 
ity. Therefore I shall not elaborate upon it. But I should 
like to answer the second one. 


I have stressed that there has to be full cooperation 
between the members and the Fund. And I must also 
stress that full cooperation means cooperation that runs 
in both directions. When a member seeks the advice 
of the Fund, the Fund cannot limit itself to giving this 
advice on a “take it or leave it” basis, irrespective of 
consequences or reactions. It may well happen that the 
member country concerned may find it impossible to 
follow the Fund’s advice. Ought the Fund at that junc- 


ture adopt an attitude of aloofness and condemn any 
solution other than the one it has advocated? We have 
never thought so. We have always been ready to examine 
the considerations put forward by the member, since we 
have always been eager to take into account the realities 
and the practicalities of the situation. And sometimes, 
recognizing these practical considerations, we have not 
objected, in the end, to solutions which did not consti- 
tute the immediate application of the policy we had 
recommended. 

Did this mean that we were acting illogically? That 
we were sponsoring a system in contradiction with the 
very principle which we were set up to promote? Not 
in the least. It meant, first, that the road to exchange 
stability is sometimes a long and hard one; second, that, 
without losing sight of the ultimate goal to be reached, 
we realize that in given cases it is materially or psycho- 
logically possible to reach it by successive stages only. 
Thirdly, it meant that when what we thought to be the 
best plan had been rejected as impossible of immediate 
accomplishment, we preferred to have a country choose 
a second best scheme rather than do nothing and thus 
worsen its predicament. 

This is, I think, a realistic attitude, in keeping with 
our duty both to our members and to the spirit of the 
Fund Agreement. People seem often to forget that, even 
at the Bretton Woods conference in 1944, it was evident 
that provision would have to be made for a postwar 
transitional period during which certain leeway in ap- 
plying the Fund’s principles should be allowed. Hence 
Article XIV of the Fund Agreement, which permits mem- 
bers to apply temporarily certain measures of exchange 
restriction. Of course, in their foreign exchange policy, 
these members must have continuous regard to the pur- 
poses of the Fund; but they can use the leeway thus 
given them in this very difficult time. 


Our members are assured that in their dealings with 
the Fund they can expect a practical approach to their 
problems. They know that no attempt will be made to 
fit them into a standardized mold, unsuited to their 
economies. They realize that the way of the Fund in 
dealing with a member is to look at the member’s situa- 
tion from the member’s point of view, and to provide 
such advice and such assistance of a practical kind as 
will enable it to work out its own problems. The essen- 
tial duty of the Fund is to see that the measures taken 
by a member, first, are suitable to its problems, and 
second, that they will not inflict damage on the economy 
of other countries. 


Another general misconception with which I should 
like to deal relates to the usefulness of the Fund. There, 
too, opinions are varied and contradictory, according 
to people and to countries. Some argue that the Fund [ 
was not intended to function in a period of profound | 
disequilibria such as the one in which we are living. [| 
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For some others the Fund, although equipped with the 
necessary powers, has seemed too cumbersome to be 
efficient. 

Again, I think such conceptions are belied by reality. 
As to the period in which we are living, to my mind it 
has in some respects exceeded, in some other respects 
disappointed, the hopes which were entertained at the 
time of the Bretton Woods conference. It has certainly 
exceeded them from the material point of view. I think 
that, had we been told at Bretton Woods that four years 
after the cessation of hostilities, despite the immense and 
incredibly thorough destruction of wealth and human 
lives which had taken place throughout the world during 
the five preceding years, the world’s material recovery 
would have reached the stage described in the first part 
of the Fund current annual report, we should hardly 
have believed it. In other fields events have not meas- 
ured up to our expectations. The completion of re- 
covery is being delayed by a number of political diff- 
culties, some internal, most of them international, which 
have manifested themselves since the end of the war, 
which still remain unsolved, and which weigh heavily 
upon us. 

Are these reasons why the Fund should do nothing? 
As long as two years ago, in the letter transmitting to 
you the Fund’s first annual report, I said “no”—that the 
Fund must move, even in difficult times. Since then, the 
Fund has centinuously been acting in its dual capacity 
of monetary advisor and financial help. It has been in 
close touch with most of its members, either through its 
Executive Directors, or through its staff or its Managing 
Director. It has studied their problems and has provided 
technical assistance when asked to. It has sold over $633 
million of foreign exchange. It has adjusted its policy to 
changing circumstances and new facts, amongst which 


the European Recovery Program stands as a major 
factor. 






It is of course a great pleasure to welcome the Gover- 
nors to the situs of the Bank, to be able to present a new 
Annual Report, and to renew our exchanges regarding 
the Bank and its affairs. I have but few thoughts to add 
to those which are included in the reports already in 
your hands. 

I should like to draw your attention to an aspect of 
the Bank’s operations which might be overlooked if at- 
tention were not specifically drawn to it. It is always 
wise to recall that the Bank and the Fund, even though 
their deliberations may be of less significance than those 
of the General Assembly and Security Council, are yet 
a definite part of the United Nations concept. I think, 
therefore, that it is worth recording that the Bank, and 
I am sure the same remarks can be made of the Fund, 
has been in active operation as an international agency 
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In the light of what the Fund has done, I do not think 
it fair to say that it has proved a cumbersome machinery. 
It has been aware of the problems of its members. In 
many instances it has called the attention of members to 
the necessity of meeting these problems. It has given 
prompt consideration, and thorough consideration, to 
the exchange policy proposals of its members. On all 
exchange transactions, it has acted with dispatch. No 
normal request for exchange has had to wait more than 
the three working days provided for by our regulations. 
When some exceptional case arose, the discussions took 
place at once and were pursued until we came to a 
conclusion. t 

There are always, of course, some people who feel that. 
because the present critical situation in international 
payments could not be avoided, the Fund, as well as other 
international institutions, has failed in its task. By such 
an illogical test everything, everywhere, would stand con- 
demned today. The Fund could not prevent some difl- 
cult problems from arising. The Fund alone could not 
solve them. But this is far from saying that the Fund. 
and other international institutions, have been unequal 
to their task. The Fund, although it can not itself mee! 
the entire payments problem, has a job to do. I believe 
that, considering the limitations purposely set by the 
Charter of the Fund to its activities, considering the dif- 
ficult circumstances in which this activity was started. 
the Fund has done this job and done it efficiently. 

People often recall the famed words of William the 
Silent: “Hope is not necessary to undertake, nor success 
to persevere.” I would not apply those words to the 
Fund. We undertook our task because we earnestly hoped 
to fulfill it. And we shall persevere because, all things 
considered, without either undue pride or false modesty. 
we think that we have thus far succeeded. 
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for a considerable period of time with a commendable and 
really hopeful display of tolerance and good temper. 

The Directors and the Staff represent many and di- 
verse political points of view and there is at least as 
much vigorous disagreement among the economists and 
bankers in the Bank as one could confidently suppose 
such a group would generate. But what I have had reason 
to state elsewhere I think it is proper to repeat here. 
namely, that in an institution where objectivity rather 
than purely representational attitudes is essential to 
sound progress, the Bank has had from its Directors and 
its Staff all that could be desired in this regard. If such 
objectivity is maintained to the point where it becomes 
a tradition, greater consequences may flow from it than 
can be measured by the value of the projects the Bank 
finances. 
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The Major event of the last year has been the intro- 
duction of the European Recovery Program as a new and 
mighty contributing factor in the economic rehabilita- 
tion of the world. Though the operations of the Bank 
are world-wide and while at least the direct operations 
of the European Recovery Program are confined to a cer- 
tain segment of the world, the effect of that Program on 
the operations of the Bank, as well as on the economies 
of many countries, weighs very large indeed. Its recog- 
nition of the fact that outside aid alone will not eliminate 
persistent deficits unless matched by vigorous steps to 
solve the problems of inflation, production and trade, 
greatly advances the objectives of the Bank. By placing 
a more substantial floor under the operations of the Bank 
in the areas where its direct and indirect benefits can be 
felt, it both enhances the likelihood of recovery in those 
areas and increases the security of the Bank’s investments. 
Moreover, it has helped to solve a serious dilemma with 
which the Bank was originally faced, namely, whether to 
aid hard pressed economies by what could only be 
palliatives or to refuse any help at all. 

Many people have ventured to say what was in the 
minds of the founding fathers at Bretton Woods and, as 
I was not there, perhaps I can speak with greater free- 
dom than the many of you who were. At the time of 
Bretton Woods, the extent and nature of the economic 
convulsion which had come upon the world was not ap- 
parent, nor could it be foreseen that the postwar world 
would be politically so sharply divided as seems now 
to be the case. The concept seems to have been that the 
maladjustments in the balance of international payments 
which might be expected to arise from the war would 
be temporary and could be dealt with through the opera- 
tions of the International Monetary Fund, while the 
Bank, operating in the restored confidence of a united 
world, could cope with the specific reconstruction and 
development needs that private capital, for the time being, 
might not be available in sufficient quantity to meet. 

However, we now know that the world has experi- 
enced an economic earthquake, whose rumblings began 
long before the war. The immediate effects of the war 
and the emergence of the Western Hemisphere as such 
a disparately great productive factor has left a wider 
crevice in the world economy than all but a very few 
anticipated. As full realization of the actual condition 
came about and the overpowering need of dollars to buy 
the sheer necessities of life developed in the European 
area, a number of supplemental forms of aid were 
patched up, until finally these culminated in the largest 
and best integrated of them all—the European Recov- 
ery Program. With these supplemental and parallel 
forms of aid the Bank can now, as I see it, come much 
closer to playing the role originally designed for it, 
namely, to finance within its resources the creation and 
maintenance of the sort of productive and bankable enter- 
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prises or projects for which, for the time being at least, 
no sufficient amount of private capital is available. To 
be sure, as the Bank depends on private markets and 
not on government contributions for the bulk of its 
funds, some alleviation of the continuous series of poli- 
tical crises is required if it is to operate in full vigor. 

As for our relations with the Economic Cooperation 
Administration and other agencies of similar character. 
1 feel one should face the fact that it will always be 
difficult, and perhaps impossible, to lay down any hard 
and fast rules limiting or delimiting the respective fields 
of activity between ourselves and such agencies. If we 
are to have flexible institutions best able to accomplish 
the fundamental objectives, no one of them should be too 
rigid in its approach but some general areas should in 
my judgment be defined or else much confusion and con- 
siderable loss of potential aid will result. Contact with 
the officials of the Economic Cooperation Administra- 
tion and the Export-Import Bank is never difficult to 
effect and I am confident that we can rely on every effort 
being made to eliminate the causes of any confusion 
or waste. 


It is altogether probable that other agencies may be 
able to proffer terms in connection with their lending 
quite different from those which the Bank is able to 
afford. Yet it should not be forgotten that the Bank is 
able to render very substantial aid not only within prac- 
tical reach of prospective borrowers who present really 
productive enterprises, but, by reason of its public guar- 
antees, on terms more favorable to the borrower than 
could possibly be obtained privately save in very rare 
instances. The Bank was created to meet a long term need 
which will remain when the present emergency is over— 
the need for a continuing organization to promote inter- 
national investment on a scale sufficient to ensure a bal- 
anced development of the world’s resources and living 
standards. 


I would suggest that these are matters which the mem- 
ber countries should take into account in considering 
their reconstruction and development programs. Today, 
extraordinary international assistance is required to meet 
extraordinary contingencies. But this situation cannot be 
relied upon to continue for more than a relatively few 
years and, in my judgment, rightly so. In the long run, it 
is no healthier for nations than for individuals to rely 
for their support on grants or on loan financing on 
terms resembling grants. Sound international investment 
over the long pull must, I suggest, be based on the will- 
ing assets of the saving public rather than on the power 
of the tax collector. The Bank was designed to induce 
and encourage private investment and it can greatly assist 
in bringing this about, but the process must be a gradual 
one. We cannot safely wait until all extraordinary types 
of aid have ceased in order to start the process. 


This brings me to another thought. The Bank is more 
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than a lending agency. It is a great and worthy inter- 
national cooperative effort to promote orderly economic 
development and improved living standards in the world. 
Many nations have pledged their credit to accomplish 
this. I would urge the members to find the means to take 
afirmative steps to preserve this spirit of cooperation. 
A number have done so, but there are fields in which 
more cooperation could be achieved. 


We have already communicated to the Governors the 
desirability of having legislation enacted or regulations 
adopted, where needed, to qualify the Bank’s bonds for 
investment in their respective countries. Our report also 
stresses the efforts being made to secure funds from other 
markets than those of the United States. These efforts 
will continue and we enlist your help. Few, I believe, ap- 
preciate the effect which the availability of such funds, if 
only in modest amounts, has upon the United States 
market and the public opinion which, in the last analysis. 
supports the market. Where, for example, foreign enter- 
prises are required by local laws to hold a certain re- 
serve of local government or other types of bonds as a 
condition of doing business in a particular country, it 
could be most beneficial to the general acceptance of the 
Bank’s securities if at least a certain percentage of those 
reserves might be held in International Bank bonds. 

Another field of cooperation can be found in making 
available for investment in the Bank’s bonds a portion 
of the outstanding and acknowledged external reserves 
of member countries and their citizens. This involves no 
loss in dollar reserves but it does mobilize for reconstruc- 
tion and development purposes moneys which would 
otherwise not be so employed. I know of no better se- 
curity than the Bank’s bonds and the gesture of confi- 
dence and constructive cooperation which such action 
entails can therefore certainly be made without any 


added risk. 


Closely allied to this entire subject is the availability 
of the so-called 18 per cent of the capital subscription 
of the Bank. This, as you all know, is that portion of 
the subscription of each member paid in in the local 
currency of that member and which, with the consent of 
the member, is available for Bank lending. It was a fun- 
damental concept inherent in the capital structure of the 
Bank that up to 20 per cent of the capital subscription 
was to be made available through the medium of the 
Bank for the Bank’s lending purposes. I believe the time 
has come when more serious consideration should be 
given to the use of this asset even if only modest amounts 
are made available continually. The Bank is keenly aware 
of the reasons, many compelling, which have prevented 
the free use of these facilities to date. Till now few 
countries have been in a position to export substantial 
amounts of goods on credit; yet some real opportunities 
do exist, opportunities which could be availed of through 
the medium of the Bank. 
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It would therefore be most helpful if the members 
would reexamine their position and currently apprise 
the Bank of the extent to which and in a proper case the 
conditions under which they would be willing to have a 
part or all of their local currency subscriptions to the 
capital of the Bank used by it for lending purposes. 

Similarly, 1 would ask our prospective borrowers, and 
they may be in some cases the same as those whose capi- 
tal subscriptions may be needed by the Bank, to investi- 
gate fully the sources of material supply in the hope of 
finding substitutes for their dollar financing needs. The 
contribution of the Bank to a balanced international trade 
would be much enhanced if steps along these lines were 
taken. 

I come back to the concept of the Bank as an inter- 
national cooperative institution and I suggest that in 
considering these matters they should be approached with 
that concept in mind and not solely upon the basis of a 
nice balance of convenience or too close a calculation 
of the immediate as distinguished from other quite valu- 
able long-range benefits. 

Considerable comment has been provoked by the fact 
that our operations to date show a modest profit. We 
have been able to show such a profit in spite of the fact 
that we have been rather severe in charging certain items 
to current operations. The significance of this profit 
should not be overestimated. One must admit that it is 
due much less to wise and economic management than to 
the fact that thus far we have been able to draw on our 
capital funds for our lending operations. The amount of 
our dollar capital amounted to roughly $735,000,000, and 
we have thus far committed $519,000,000.. With all our 
borrowers meeting their interest and commitment charges. 
we could certainly have been charged with extravagance 
if we did not show a profit. But considering the constant 
need to build up reasonable reserves and considering the 
fact that when we have used our capital funds which are 
available for lending we shall be dependent upon the 
amounts we can borrow for our lending operations, we 
can well foresee that our margin of profit in relation to 
the volume of loans outstanding will narrow. Indeed the 
time may come when we shall have to give careful atten- 
tion to the synchronizing of our borrowing and our lend- 
ing. Moreover, a reserve of earnings can be most usefully 
employed in many ways to further the objectives of the 
Bank. For example, it can enable us to do more in the 
way of investigating and assisting, particularly the un- 
derdeveloped countries, in the selection of sound projects. 
We do not now charge the expense of our missions to the 
various countries and the accumulated cost of these is 
substantial. Furthermore, a reserve of earnings has the 
beneficial effect of making us less dependent upon the 
vicissitudes of the bond market. 

I would like now to say a word about our provisions 
and practices for following up the utilization of the pro- 
ceeds of our loans. I think there is no feature of our 
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organization which prompts more interest, at least among 
investors, than does this one. It is a fact that support for 
the Bank’s borrowing operations rests not solely on a 
knowledge of the security behind the Bank’s bonds but 
to a very important degree it is developed by a sense of 
confidence that the money invested is actually being 
applied to constructive work. There is a widespread sup- 
portable conviction that in the past the proceeds of 
international loans have often been used improperly or 
wastefully. That has frequently resulted in defaults and 
ill-will, and a sense of frustration has developed in the 
entire international financing field. If the Bank’s officials 
in their visits to borrowing countries seem persistent and 
meticulous in the work that they do in this connection, | 
urge you to bear in mind the importance of this feature 
to the successful operation of the Bank. 

We have tried to present to you in the Annual Report 
an objective analysis of the facts as they relate to the 
task of reconstruction and development of our member 
countries. If the Report seems to stress the number of 
things which have to be accomplished before recovery is 
effected, and if some of the facts seem rather cold and 
hard, it is nonetheless important that they should be 
known and faced. It is a false courage which is engen- 
dered from ignorance. On the other hand, we have also 
tried to do justice to the progress which has already been 
made in repairing the devastations and disruptions of 
war and economic upheaval. 

As for the Bank’s operations themselves, there are sev- 
eral small but significant features from which I think you 
can derive considerable satisfaction. 

Our ability to interest private capital directly in the 
financing operations of the Bank has been evidenced by 
the first positive step that we have taken in that direction. 
In July the Bank sold to ten United States banks, with its 
guarantee, $8,100,000 of the shorter maturities of a total 
of $12,000,000 of notes of four Dutch shipping com- 
panies. These notes were received for loans guaranteed 
by the Kingdom of The Netherlands for the purchase of 
eix merchant vessels. 

The Bank also sold to the Bank for International Set- 
tlements an issue of Swiss franc bonds of an aggregate 
principal amount of 17 million Swiss francs, the proceeds 
of which were used in the loan to the Netherlands. 

The work of the Bank in the development field has 
made real progress. We have authorized the granting 
of our first credits for development purposes and several 
other development loans are in an advanced stage of 
negotiation. Applications from Latin American countries 
particularly have greatly increased over the same period 
last year and the character of the applications and the 
discussions have narrowed down, I believe, to more con- 
structive and realistic proposals as our conversations have 
progressed. The variety of the projects presented to us 
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from all over the world is impressive and from the 
amount of proposed transactions which are now before 
us, and which we have been told will be put before us, 
the Bank should be very busy in the coming year. 

It is not only, however, in terms of loans made that our 
progress is measured. A really enormous amount of work 
has gone into the study of techniques and problems re- 
lated to development projects as well as the more effec- 
tive use of guarantees on the part of the Bank, the crea- 
tion and development of local capital markets, the mobili- 
zation for use in Bank loans of capital outside the United 
States, and constant liaison and discussion with othe: 
agencies involved in the same general work as the Bank. 
The knowledge of the Bank’s activities is far wider than 
it has ever been before and its contacts with both investors 
and prospective borrowers have been broadened and de- 
veloped. This work will one day come to fruition. 

The Bank is aware of the long-term nature of the task 
entrusted to it and it is preparing itself to play an 
increasingly active part in the solution of world economic 
problems. I think I can say it is the intention of the Bank 
to maintain the international character of the institution 
by keeping in close touch with member governments and 
seeking their views on its problems, to maintain a com- 
petent international staff, and to acquaint itself thorough- 
ly with the problems of its members and offer objective 
and competent advice and help. We shall strive to con- 
tinue to win the confidence of both investors and bor- 
rowers that their legitimate interests will be protected 
and promoted in all our operations. 

It may perhaps fairly be said that those who con- 
ceived the Bretton Woods Agreement saw a more distant 
future more clearly than they did the immediate one. 
But the present emergency, like all emergencies, will pass 
and in ten years’ time we may be grateful to those who 
looked so far ahead and created institutions such as the 
Bank and Fund which we, immersed in our daily con- 
cerns, might not have found either the time or the energ) 
to conceive and establish. Imperfect though they are. 
they are important instruments for international eco- 
nomic aid and collaboration, and even though inade- 
quately equipped to deflect a condition whose dire ex- 
tent was not foreseen, these institutions do possess great 
powers and greater potentialities. 

In short, I would not hesitate, in spite of the some- 
what foreboding character of our Annual Report, to strike 
an optimistic note to you on behalf of the Directors and 
Staff of the Bank. I would certainly feel justified in doing 
so were the world not plagued with the continuance o! 
this knife-edged political situation which in so many 
ways hampers the full effect of what we do and much that 
we can be reasonably expected to do. 


September 29, 1948 
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EUROPE 


United Kingdom Foreign Trade 
The value of United Kingdom exports in August was 
£130.5 million f.o.b.; the volume was estimated at 133 
per cent of 1938, compared with 149 per cent in July. 
Allowance must be made, however, for the smaller num- 
ber of working days in August and for the ordinary 
seasonal decline. The value of exports per working day 
fell by only about 34% per cent; this must be qualified 
by the fact that ships, a highly variable item, contributed 
an increase of £3.6 million, without which the fall in 
exports per working day would have been 6 per cent. 
But since the corresponding decline between July and 
August last year was 71% per cent, although the long- 
term trend of exports was at that time undoubtedly up- 
ward, it can be deduced that the figures for last month 
do not preclude a continuing upward trend in exports. 
Reexports were valued at £4.2 million f.o.b., compared 
with £6.3 million in July. Imports c.i.f. amounted to 
£173.8 million—the lowest figure since February—and 
if an allowance is made for insurance and freight, the 
adverse visible balance in August was about £22 million. 
Sources: The Times, London, England, September 22, 
1948; Records and Statistics, Supplement to 
The Economist, London, England, September 
25, 1948. 


Fiscal Program of Queuille Government 


Defined as the excess of expenditures (both ordinary 
and extraordinary) over ordinary revenue plus excep- 
tional resources (e.g., foreign aid), the French budget 
deficit for the entire year 1948 was estimated in August 
at around 230 billion francs. While this estimate must be 
revised in view of additional expenditures (e.g., prob- 
able increase in civil servants’ wages, effects of further 
recent price increases), a new attempt has been made by 
the Queuille government to reduce the deficit by econ- 
omies and increased taxation. A program has been voted 
by the Assembly providing for (1) cancellation of 20 
billion francs of appropriations already voted and sav- 
ings of a further 20 billion francs representing pro- 
ceeds of liquidation of non-indispensable assets held by 
public authorities, and (2) increased revenue amounting 
to 70 billion francs, to be derived chiefly from direct 
taxation. A surtax of 20 per cent, to be applied to the 
corporation and income taxes, is expected to yield 30 
billion francs. About 30 billion francs will come from 
indirect taxation, such as doubling the tax on auto- 
mobiles and gasoline (10 billion), increase in the price 
of tobacco (7 billion), increase in the rates of some 
transfer taxes and customs duties. An effort will be made 
to accelerate tax collection, and to improve tax controls. 


Speeding up of turnover tax collections is expected. to 
yield some 60 billion francs. 

These measures will give relief to the Treasury but the 
high level of extraordinary expenditures will still leave 
a deficit, probably less than 100 billion francs. This 
deficit will be met by such measures as decreasing the 
Treasury cash balance, borrowing from institutional 
savings (Caisse des Depots), using net IMPEX receipts, 
and using public bills in payment of expenses. Limited 
recourse to the Bank of France may be expected, but 
there is some chance that the 200 billion franc ceiling 


will not be exceeded. 


The voting of the program has made possible negotia- 
tions for use of the franc counterpart of the ECA alloca- 
tions. Some 150-200 billion francs are expected from 
this source to be used for financing the extraordinary 
budget. 


Sources: Agence Economique et Financiere, Paris. 
France, September 20, 1948; Le Monde, Paris. 
France. September 21, 1948. 


ECA Releases Counterpart Funds 
To France and Trieste 


On September 24 and 27, the ECA announced the 
immediate release of not more than $150 million of 
counterpart funds for France, and plans for the release 
of $11 million for the U.K.-U.S. zone of Trieste. Counter- 
part funds consist of deposits in domestic currency made 
by participating countries after receiving aid financed by 
grants under the European Recovery Program. Such de- 
posits cannot be expended without consultation with the 
U.S. Government. 

The release of funds in France is designed to help 
France finance the reconstruction and development of 
her economy. A similar amount is expected to be re- 
leased in October if present plans for financial and 
economic stability are effectively implemented. Anti- 
inflationary plans advanced by the Greek and Italian 
governments are also being discussed currently with ECA 
in negotiations regarding the release of counterpart 
funds in those countries. 

In Trieste the released amounts will provide local 
capital for the reconstruction of the ship-repair and ship- 
building industry. They will also aid the development of 
a vegetable oil refinery, reconstruction of the fishing 
fleet, development of a canning industry, and the estab- 
lishment of a lending agency to provide investment loans 
to smaller industries and individual workers. It is 
thought that the use of the funds will permit Trieste to 
employ its excess working population and to utilize 
fully the existing plant and equipment. 

Sources: Economic Administration Cooperation, Press 
Releases, Washington, D.C., September 23, 24. 
and 27, 1948. 
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Netherlands Budget 


The Netherlands Minister of Finance submitted his 
1949 budget to Parliament on September 21. The prin- 
cipal figures, compared with those of 1948, are as 
follows: 

1948 1949 
(millions of guilders) 
Ordinary income minus ordinary 

expenditures +824 +739 
“Extraordinary temporary” income 

minus “extraordinary temporary” 














expenditures —1,087 —740 

Food price subsidies —602 —865 

Deficit on current account —B865 —366 
Capital income minus capital ex- 

itures —429 —294 

Total deficit —1,294 —660 


If the new bill on special taxation to cover war damage 
compensation now before Parliament should become law, 
the total 1949 deficit of 660 million guilders would be 
reduced by some 250 million guilders, but other bills 
pending may increase it by some 50 million guilders. 

The improvement over the 1948 budget is largely the 
result of reductions in postwar emergency (“extraordi- 
nary temporary”) expenditure, Government investment 
(“capital expenditure”), and food price subsidies. Sub- 
sidies will be reduced by nearly 40 per cent in 1949, to 
adapt gradually Netherlands food prices to world price 
levels, and to facilitate realization of the Benelux Union. 

In the note accompanying the budget the Minister of 
Finance points out that, seen as a whole, present infla- 
tionary tendencies in the Netherlands can be expected to 
be replaced by deflationary tendencies in the course of 
1949. This will result chiefly from continuing import 
surpluses under ECA, a smaller budget deficit, and 
reduction in consumers’ dissaving. 

A balance sheet, as of December 31, 1947, of Gov- 
ernment assets and liabilities (valued on commercial 
principles) and a National Budget for 1949 are also 
published. Omitting reparation claims on Germany, the 
former shows total assets of 19.4 billion guilders and 
total liabilities of 34.6 billion guilders. 

Source: Netherlands Ministry of Finance, Press Re- 
lease, The Hague, Netherlands, September 21. 
1948. 


Finnish Tax Reduction Proposal 

The tax reduction recently proposed by the Finnish 
Government is based on the principle that 55 per cent 
of the tax burden should be borne by individuals and 
45 per cent by businesses. Since the war, individuals have 
contributed a much large proportion; in 1946, their share 
amounted to 75 per cent of all taxes. To eliminate this 
disproportion, the Government has proposed to reduce 
taxes on wages by lowering tax rates and increasing the 
exemption from 50,000 to 100,000 markkaas. Taxes on 
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profits would be reduced by increasing the exemption 
from 100,000 to 300,000 markkaas. For the average 
income of a white collar worker or an unskilled manual 
worker, the reduction would amount to 59 per cent, 
and for higher wages to 40 per cent, as against a 35 per 
cent reduction proposed by labor unions. The proposal 
is less favorable for farmers, since the present method of 
basing taxes on a farmer’s average income for the last 
three years would be changed and an adjustment made 
for increasing prices. 

It is estimated that the proposed tax reform would 
reduce budgetary receipts by about 6 billion markkaas: 
this would be compensated by reductions in expenditure. 
Source: Neue Zuercher Zeitung, Zurich, Switzerland. 

September 15, 1948. 
Htaly’s Financial Developments 

On August 7, an economic program was outlined by 
Italy’s Council of Ministers, based on stability in the 
rates of exchange and in internal prices and wages. 
reduction of public expenditure and increase in revenue 
through better tax assessments, and revival of produc- 
tion. A special ministerial commission was appointed to 
reduce unessential public expenditure; and a policy of 
cheaper money was planned, to be enforced when these 
budgetary economies were assured, which would again 
divert capital to private activities. 

Some preliminary developments along these lines are 
now reported. The ministerial commission imposed 
minor cuts in public expenditure in August, totaling 
some 30 billion lire. 

The Italian budget for fiscal 1948-49 came up for dis- 
cussion in Parliament at the beginning of September. 
Previous estimates have been slightly revised, and the 
deficit is now put at 451 billion lire (about $800 million) . 
against 407 billion as estimated earlier in the year. This 
figure is still some 40 per cent lower than the deficit of 
1947-48. Both expenditure and revenue forecasts have 
been revised upward, and are now 125] billion and 800 
billion lire respectively. 

The Government is being pressed for salary increases 
for civil servants. The index of civil servants’ salaries is 
now about 35 times the 1938 figure, while industrial 
wages and wholesale price indices are around 50 times 
the 1938 base. This pressure is being resisted for fear of 
a revival of inflation. 

New fiscal measures were approved on September 17, 
which give some indication of the lines on which the 
tax system is to be revised. The Minister of Finance 
stated that the principal aim was to convince the tax- 
payer that he should be honest with his Government. 
Instructions have been given to all tax offices to give 
greater weight to the taxpayers’ own reports instead of 
assuming that they grossly understate true income. The 
decrees call for a reduction of income tax rates as an 
experiment to induce taxpayers to tell the truth. It is not 
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known what new penalties are to be enforced in case of 
misstatement. Acknowledging that the terms of the 
capital levy imposed in 1947 have now become almost 
unbearable because all security values have sharply de- 
clined, the Government has approved changes in the 
assessable value of securities and extended the period dur- 
ing which the tax must be paid. Estates consisting mainly 
of personal property will be permitted to clear their tax 
debt in five years instead of four as heretofore, while 
estates consisting mostly of real estate will have seven 
years instead of six. Taxpayers can pay their tax lia- 
bilities with a discount of 8 per cent. 

The decree of February 14, 1948—which restricted 
transfers to capital of monetary reserves appearing in 
balance sheets as revaluation of assets at current values— 
has also been abrogated. Corporations can now issue 
bonus stocks without having to issue at the same time a 
certain percentage of stocks for payment in cash. An- 
other decree abolishes the 4 per cent tax which corpora- 
tions had to pay on amounts transferred from monetary 
reserves to capital. 

Sources: ANSA News Agency Inc., Bulletin, New York. 
N.Y., August 7, 1948; Economic News from 
Italy, New York, N.Y., September 6 and 23, 
1948. 


Monetary and Financial Developments 
in Greece 

The Bank of Greece returns indicate that total advances 
to the Government (including those relating to the ad- 
ministration of state supplies) rose from 935.4 billion 
drachmas on December 31, 1947 to 1,018.2 billion on 
June 30, 1948. Credits extended to the various branches 
of the economy increased from 1,186.5 billion to 1,292.1 
billion drachmas. Agriculture continues to be the sector 
of the economy which receives the largest part of these 
credits (78 per cent of total on June 30, 1948, compared 
with 75 per cent on December 31, 1947); these agricul- 
tural credits, however, should not be regarded as pro- 
ductive in the narrow sense of the term since most of 
them are intended to support the Government’s price 
policy and to assure the cooperation of farmers in the 
delivery of agricultural produce. The net increase of 
153.6 billion drachmas in total sight liabilities (monetary 
circulation plus other sight liabilities) of the Bank dur- 
ing the six-month period (to 1,527 billion drachmas) 
reflects primarily this expansion of credits. 

The cost of living in Athens, as measured by an index 
compiled by the Bank of Greece, was 24,347 (1938100) 
in June 1948, compared with 21,624 in December 1947. 
The rise, however, occurred before the policy of gold 
sales was resumed in February 1948; since then, both 
the gold sovereign rate and the price level have been 
relatively stable. A slight improvement in total deposits 
with banks (except the Bank of Greece) may be re- 
garded as an indication that the public is now somewhat 
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more willing to keep drachma balances with banks. These 
deposits rose from 398.2 billion drachmas on December 
31, 1947, corresponding to 41 per cent of the note circu- 
lation at that time, to 532.7 billion on June 30, 1948, 
or to 53 per cent of the note circulation. The prewar 
relationship between bank deposits and note circulation 
was some 350 per cent. 

Source: Bank of Greece, Monthly Bulletin, 

Greece, June 1948. 


Athens, 


Austria’s Local Currency Payments 
For ERP Deliveries 


Negotiations have been in progress for some time be- 
tween various agencies of the Austrian Government, the 
Austrian National Bank, Austrian credit institutions, and 
trade representatives, aiming at a solution of internal 
financial problems arising from local currency payments 
for ERP deliveries. The countervalue of ECA appro- 
priations has to be paid into a special schilling account, 
but Austrian industry in general is not in a position to 
make these payments in full out of its financial resources. 
The Austrian Federal Chamber of Commerce and In- 
dustry has suggested that ERP deliveries be financed in- 
ternally in stages: Cash payments upon delivery would 
be made for only a small part of the amount due; for 
that part of the remainder which cannot be settled by 
means of commercial bills the Government would grant 
credits to importers without interest charge. These 
credits would have to be redeemed after the processing 
of the imported materials had been completed and the 
finished goods sold. For raw material imports, the short- 
term credit facilities would solve the immediate financial 
problem, but for imports of capital goods, such as ma- 
chinery, long-term credits, extending from three to six 
years, would be required. The approval of the ECA Ad- 
ministrator would have to be obtained for any credit 
arrangements that might be proposed by the Austrian 
authorities. 

Source: Austria-Economist, Zurich, Switzerland, Sep- 


tember 7, 1948. 
Agricultural Production in Poland 


This year’s production of Poland’s principal grain 
crops was greater than in 1947, as indicated by the fol- 
lowing table: 

1947 1948 
(1938—100) 
Rye 45.6 66.0 
Wheat 36.0 


Barley 60.4 
Oats 49.9 


The area harvested this year exceeded that of 1947 by 
about 9 per cent, and the yield per hectare increased by 
33 per cent (1947 yield was low because of weather con- 
ditions). 

Since the present population is about 30 per cent 
smaller than before the war, the per capita output of 
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these principal crops taken together was about 95 per 
cent of the 1928 output. 

Sources: Office Central de Statistique de la Republique 
Polonaise, Petit Annuaire Statistique de la 
Pologne, 1939, Warsaw, Poland; Polish Re- 
search and Information Service, Biuletyn, New 
York, N.Y., August 23, 1948. 


Albanian-Bulgarian Trade Agreement 


A trade agreement between Bulgaria and Albania, cov- 
ering the period until the end of 1949, is reported to have 
been signed in Tirana on September 3. Albanian exports 
are to consist mainly of mineral oil, bitumen, chrome 
ores, and cotton in exchange for Bulgarian industrial and 
agricultural products, including textiles, chemicals, build- 
ing materials, seeds, and grapes. The value of these goods 
is not stated. 

Until recently, Albania maintained close political and 
economic relations with Yugoslavia. Yugoslav experts 
participated in the direction of Albania’s economic de- 
velopment plans, largely financed by Yugoslav loans, and 
provided technical aid in the construction of new rail- 
roads, power stations, and industrial plants. Albania’s 
petroleum deliveries, estimated at 120,000 tons per year. 
were imported for Yugoslavia’s industrial development. 
It is believed that the Bulgarian-Albanian trade agree- 
ment is intended to provide some relief to the Albanian 
economy, badly shaken by the sudden disruption of 
Yugoslav-Albanian relations. Bulgaria, however, has no 
petroleum refineries, and may therefore have to reexport, 
probably to the Soviet Union, the petroleum imported 
from Albania. 

Sources: Newe Zuercher Zeitung, Zurich, Switzerland, 
August 19, 1948; Ministry of Foreign Trade of 
Czechoslovakia, Foreign Trade, Prague, Czecho- 
slovakia, September 1, 1948; Austria-Econo- 
mist, Zurich, Switzerland, September 7, 1948. 



















































































































































































Bulgarian Harvest Prospects 


Prospects for the current cereal crop in Bulgaria are 
reported to be excellent, even above the 1937 bumper 
crop. 

Source: Free Bulgaria, Sofia, Bulgaria, August 1, 1948. 


Eastern European Timber 


The U.N. European Commission for Europe announced 
on September 16 that at a recent meeting of the Com- 
mission’s Timber Committee agreement had been reached 
on important aspects of a plan to increase timber pro- 
duction in Eastern and Central European countries. The 
plan provides for trade and credit arrangements that 
would enable industrial countries of Western Europe to 
make timber machinery and equipment available to 
European timber producing countries, including Czecho- 
slovakia, Finland, Poland, Yugoslavia, and Austria. In 
return, these countries would make specific commit- 
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ments to increase their output and their exports of timber 
to the West. Further details of the plan were not dis- 
closed. 

Delegates from the following countries participated in 
the meeting: Austria, Belgium, Denmark, Czechoslovakia. 
Finland, France, Hungary, Italy, Netherlands, Poland. 
Sweden, Switzerland, United Kingdom, United States. 
and Yugoslavia. 

Source: New York Herald Tribune, Paris, France, Sep- 
tember 17, 1948. 


MIDDLE EAST 


Palestine and the Sterling Area 


It has been announced in London that the question of 
the re-admission to the sterling area of all or part of 
Palestine cannot be considered at present. The reasons 
for the original exclusion of Palestine still hold good— 
namely, that it would not have been possible after the 
expiration of the mandate to rely on exchange control in 
the manner required of members of the sterling area. 
Source: The Financial Times, London, England, Sep- 

tember 25, 1948. 


New Customs Duties in Iraq 


The Iraqi Government has recently increased cus- 
toms duties on 164 items, mainly textiles, building ma- 
terials, leather goods, beverages, and “luxuries.” The 
duties on certain goods which have been assessed on the 
lower price basis of earlier years will be revised, and new 
specific duties are to be imposed. Some of the increases 
affect goods produced locally, the excise duties on which 
have recently been raised. The new tariff schedule is 
intended to increase customs revenue by about one mil- 
lion dinars annually. 

Source: The Iraq Times, Baghdad, Iraq, July 20, 1948. 


Anglo-Iranian Oil Parleys 


Negotiations between the Iranian Government and the 
Anglo-Iranian Oil Company are going on in Tehran. It 
is reported that the objectives of the Government are to 
terminate the services of non-Iranian employees, and to 
modify the terms of the 1933 agreement—especially of 
the section referring to the Government’s share of profits. 
so that this might be raised in proportion to the in- 
crease in output. 

Source: The Financial Times, London, England, Sep- 
tember 21, 1948. 


FAR EAST 


Indian Import Controls Relaxed 

After reviewing the foreign exchange position, the 
Government of India has decided on a further relaxa- 
tion of controls over imports from sterling, soft, and 
medium currency countries. The items to be decontrolled 
are consumer goods. 
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Source: Government of India Information Services, Re- 
léase, Washington, D.C., September 17, 1948. 


Netherlands Indies Export Surplus 


For the first time since the war, the Netherlands Indies 
had an export surplus in the second quarter of 1948, 
equivalent to $11 million. This was due partly to the 
recovery of production, which was particularly rapid in 
the first half of this year, and partly to a rigid curtail- 
ment of imports, owing to scarcity of foreign exchange. 
This scarcity has hampered reconstruction severely, but 
the forthcoming ERP allocations will ease the situation. 
Allocations by the Economic Cooperation Administration 
to the Netherlands East indies for the fourth quarter of 
1948 amount to $30 million. 

Sources: Department of Economic Affairs, Economisch 
Weekblad voor Indonesie, Batavia, Java, August 
21, 1948; Records and Statistics, Supplement 
to The Economist, London, England, Septem- 
ber 25, 1948. 


China’s July Exports Exceed Imports 

In July, China recorded a favorable trade balance for 
the second month since the war. Exports exceeded im- 
ports by the equivalent of US$5 million as a results of 
the foreign exchange surrender certificate system adopted 
in June. 

Imports totaled US$6.6 million and exports US$11.8 
million. The leading import commodity was cotton worth 
US$1.1 million; next in importance were soap, oils, wax, 
and paper. Exports of animals and of animal products, 
amounting to US§$3.2 million, headed the export list, fol- 
lowed by oils, tallow and wax, yarn, and thread. 

The United States accounted for 43 per cent of the 
imports and 34 per cent of the exports, compared with 
53 per cent and 2] per cent, respectively, in the same 
period last year. In terms of value, China’s trade with 
the U.S. was favorable for July, the export surplus 
being US$1.2 million. 

Sources: Chinese Maritime Customs, Monthly Returns 
of the Foreign Trade of China, Shanghai, China, 
July, 1948; Far East Trader, San Francisco, 
California, September 22, 1948. 


UNITED STATES AND CANADA 


Recent Price Developments in U.S. 


Although the Bureau of Labor Statistics index of 
weekly wholesale prices for all commodities in the United 
States reached an all-time high of 169.4 (1926—100) for 
the week ended September 18, 1948, the rise has been 
only slight since mid-July, when the index was 168.9. 
This two-month period of price stability followed a fairly 
rapid rise from mid-April to mid-July, when the index 
advanced by about 5 per cent. 

A large factor in the recent price stability has been the 


115 


drop in wholesale prices of farm products by about 4 
per cent, from 198.1 in mid-July to 190.1 in mid-Septem- 
ber. Prices of all industrial commodities rose by about 2 
per cent, while food prices remained relatively stable. 
The index of prices paid by consumers (retail prices), 
however, has continued upward, reaching 174.5 (1935- 
39100) in mid-August, an increase of 0.5 per cent over 
mid-July, and about 5 per cent over mid-March. 
Sources: U.S. Department of Labor, Press Releases, 
Washington, D.C., January-September 1948. 


New Plant and Equipment Expenditures in U.S. 


According to a joint announcement by the U.S. De- 
partment of Commerce and the Securities and Exchange 
Commission on September 27, United States business, 
excluding agriculture, expects to spend about $9.6 bil- 
lion in the second half of 1948 for new plant and equip- 
ment. This amount reflects some increase in costs over 
the second half of 1947; it will cover about the same 
physical volume of equipment as a year ago. For the 
entire year 1948, expenditures of $18.6 billion are an- 
ticipated, about 15 per cent above 1947. This estimate 
is substantially the same as the preliminary estimate made 
earlier in the year. 

Manufacturing companies, electric and gas utilities, 
and mining companies anticipate larger outlays for the 
second half of the year then was anticipated earlier, 
but railroads, other transportation, and miscellaneous 
companies expect to spend less. Outlays for new plant 
and equipment have been running at a fairly stable rate, 
except for seasonal influences, ever since the fourth 
quarter of 1947 when they reached an all-time high. Ex- 
penditures of railroad and electric and gas utility com- 
panies, however, have been increasing. The $380 million 
outlay planned by railroad companies for the last quar- 
ter of 1948 is about 41 per cent larger than their first 
quarter expenditures, and the $700 million outlay 
planned by electric and gas utility companies is about 40 
per cent larger. 

Source: U.S. Department of Commerce and Securities 
and Exchange Commission, Joint Press Release, 
Washington, D.C., September 27, 1948. 


Canada Increases Trade Surplus 


During the first seven months of 1948, Canada’s domes- 
tic exports totaled $1,651 million; imports for consump- 
tion were valued at $1,495 million. The over-all trade 
surplus (including re-exports) totaled $177 million, com- 
pared with $101 million during the first seven months of 
1947. The geographic lack of balance in Canada’s trade 
was reduced: the deficit with the United States, amount- 
ing to $257 million, was 55 per cent below that for the 
same period in 1947; the surplus with the United King- 
dom, totaling $248 million, showed a decline of 23 per 
cent; and the surplus of $186 million in trade with all 
other countries was 47 per cent below 1947. 








The improved position vis-a-vis the United States re- 
sulted from a 36 per cent increase in exports to that 
country and a 10 per cent drop in imports. These changes 
can be attributed to the exchange-saving program initi- 
ated in November 1947, to heavy U.S. demand, and to 
the diversion of exports to the U.S. from overseas coun- 
tries which have curtailed their expenditures in Canada. 
Other factors of significance—and probably of increasing 
importance in the future—are the expansion in Canadian 
capacity to make the goods in demand in the U.S. and 
the better terms of entry into that market provided by 
the Geneva Trade Agreements. 

The reduction in the favorable balance with the U.K. 

is due in great part to the British drive to increase ex- 
ports to Canada, aided by Canada’s curtailment of cer- 
tain imports from hard currency sources. During the 
first seven months of 1948, imports from the U.K. were 
65 per cent higher than in the same period of 1947. On 
the other hand, exports to Britain in the later period 
were but 1 per cent below their 1947 value. 
Sources: Canada, Dominion Bureau of Statistics, Trade 
of Canada (Domestic Exports, Imports for 
Consumption, and Monthly Summary of For- 
eign Trade), Ottawa, Canada, July 1948; Bank 
of Nova Scotia, Monthly Review, Toronto, 
Canada, August 1948. 


Canada’s Harvest Outlook Improves 


The second estimate of 1948 production of principal 
field crops in Canada forecasts a wheat crop of 391 mil- 
lion bushels, 50 million above 1947 production but 
about 16 million bushels below the ten-year (1938-47) 
average. Oat production is estimated at 362 million 
bushels, barley at 157 million, rye at 27 million, and 
flaxseed at 18 million. These totals are 30, 11, 101. 
and 45 per cent respectively above 1947 yields. 

The estimates are, in general, higher than those re- 
leased on August 17 (see this News Survey, Vol. 1, 
No. 9, August 26, 1948, p. 71). Exceptionally good 
maturing and harvesting weather prevailed quite gen- 
erally throughout August. The wheat estimate has been 
advanced 19 million bushels over the August forecast, 
while oats and barley are up 23.5 million and 11 million 
bushels, respectively. Rye production is placed slightly 
above the August figure, but flaxseed is down some- 
what, because of the onset of rust. 

Source: Canada, Dominion Bureau of Statistics, Septem- 
ber Estimate of Production of Principal Field 
Crops, Ottawa, Canada, September 14, 1948. 


AFRICA 


No South African Gold Subsidy 


Mr. Havenga, South African Finance Minister, said 
on September 17 that he did not intend either to sub- 
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sidize the price of gold or mining costs or to afford 
relief to low-grade mines. There has been considerable 
discussion in the Union about methods of stimulating 
gold output, as production is hampered by rising costs 
while the gold price is fixed. Gold production at the 
moment falls short, by more than £5 million a month, 
of the Union deficit with hard currency countries. 
Sources: Governor’s Address to Stockholders, South 
African Reserve Bank, Pretoria, South Africa, 
July 28, 1948; The Financial Times, London, 
England, September 18, 1948. 


Czechoslovakia Purchases Dollars from the Fund 


It was announced on September 27 that the IMF had 
sold $6 million to Czechoslovakia. Czechoslovakia is 
the twelfth member to draw upon the resources of the 
Fund, and this transaction brings total sales of currency 
by the Fund to the equivalent of $640 million. 


International Bank Timber Loan 


Mr. McCloy, President of the International Bank for 
Reconstruction and Development, announced on Sep- 
tember 27 that the Bank had under active consideration 
a $10 million loan to finance purchases of saw-mill and 
other lumbering equipment by Finland, Poland, Austria, 
Czechoslovakia, and Yugoslavia, and make possible deliv- 
eries of timber to Western European countries. 


Appointments of IMF Governors 


The Government of Australia has appointed Mr. N. J. 
O. Makin as its Fund Governor, and Mr. S. G. McFarlane 
as Alternate Governor. Mexico has appointed as Gov- 
ernor Mr. Carlos Novoa, and as Alternate Governor Mr. 
Raul Martinez-Ostos. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Managing Director 


1818 H Street N.W., Washington 25, D.C. 
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